Abstract
Introduction
Value relevance of financial information is its ability to be useful to the capital providers in the taking decision process. Financial reporting based on IFRS provides accounting harmonization and it is expected to communicate higher information quality. In fact the purpose of establishing IFRS is to develop an internationally acceptable set of high quality financial accounting standards. The general method used by the accounting literature to assess the quality of accounting numbers is to test its relevance to market valuation. It means that there is a significant association degree between information disclosed by financial accounting and the stock market valuation. Most empirical studies are based on the model of Ohlson (1995) and its subsequent refinements. Their results are in general showing a positive effect of IFRS adoption (Bartov et al. (2005) , Barth et al. (2008) and Alali and Foote (2012) ). However other studies show opposite evidence (Barth et al. (2006) and Khanagha (2011) ).
In UAE, the accounting profession is represented by the Accountants and Auditors Association. In the UAE companies prepare their annual financial statements within 2 to 3 months of the end of the fiscal year: Aljifri and Hussainey (2007) The main objective of this paper is to examine the value relevance of accounting information prepared using International Financial Reporting Standards (IFRS) for a sample of 12 banks listed in the Dubai Financial Market (DFM) during the period 2008-2013. This is done using standard value-relevance models: Easton and Harris (1991) and Feltham and Ohlson (1995) the value relevance is measured by the association degree between accounting information and market valuation of the listed banks. The net income is considered as the most important information communicated by financial statements. It measures the performance of the business during a given period according to accounting standards. In the other side, the market provides a
Literature Review
The IASB conceptual framework considers relevance as a fundamental quality of accounting information. The related literature considers relevant information as very useful for decision making. Several contributions examined the value relevance of accounting numbers. The major interest was for the analysis of earnings considered as the most important information used by capital providers and for Beaver (1989) "No other figure in the financial statements receives more attention by the investment community than earnings per share. This relationship between accounting earnings and security prices is probably the single most important relationship in security analysis, and its prominence is reflected in the attention given to priceearnings ratios". Earnings information is considered as relevant if it is useful to firm valuation. This field of research in accounting started by the seminal work of Ball and Brown (1968) and followed by many others: Lev (1989) , Livnat and Zarowin (1990) , Chan and Seow (1996) .
Association studies had been also used in order to assess the value relevance of accounting information prepared under IFRS. The first empirical studies were interested on the voluntary adoption of IFRS by companies. The subsequent studies examined their value relevance for samples of firms after the mandatory adoption. Dumontier and Raffournier (1998) identified the motivations of Swiss listed companies to voluntarily comply with IAS for financial reporting. The results show that firms which comply with IAS are larger, more internationally diversified, less capital intensive and have a more diffuse ownership. Cuijpers and Buijink (2005) studied the economic consequences of voluntary adoption of IFRS or US GAAP for a sample of European companies. Findings indicate that there is no evidence of a lower cost of capital for non-local GAAP adopters. Using a sample of companies that voluntarily adopt IAS from 1999 to 2002 in 29 countries, the study of Covrig et al. (2007) is testing whether foreign investors are differentially attracted to companies that voluntarily adopt IAS. The authors used foreign mutual fund ownership as a proxy for foreign investor preferences. Results indicate that foreign mutual fund ownership is higher among firms using IAS compared to firms using local accounting standards. Furthermore the findings indicate that companies in poorer information environments and with lower visibility have higher levels of foreign investment voluntarily comply with IAS in order to provide more relevant information to foreign investors. More recently Şenyiğit (2014) 
Methodology of research
To examine the value relevance of accounting information using IFRS for banks listed in DFM, the paper uses two valuation models; Easton and Harris (1991) and Feltham and Ohlson (1995) . These models have been widely used in the literature related to value relevance measurement. Specifically, Easton and Harris (1991) developed a return model while Feltham and Ohlson (1995) presented a price model.
The return model
The Easton and Harris's model is expressed as follows: (1) Where is the stock price of firm i at the end of period t, is the book value of the share of firm i at the end of period t, and finally refers to the earnings per share of the company (i) produced during period (t). Equation (1) implies: (2) However, the change in the book value of the firm is the retained earnings:
With referring to Dividend per share of firm i paid during the period t. Replacing the change in the carrying value by its expression in (3) and dividing by the relationship becomes: (4) Where is the stock price of firm i at the end of the period t-1. However, since is the market return of firm i during period t, we have consequently:
Thus, Easton and Harris's (1991) valuation model is expressed as follows: (5) Where is the intercept; and are the regression coefficients that show the correlation between the accounting variables EPS (ΔEPS) and stock returns. They measure the effect of the variation of stock returns resulting from a variation of EPS and ΔEPS; finally refers error terms. Easton and Harris's model is a return valuation model that measures the mean annual information content of the returns of the explanatory variables for the return of the dependent variable. Easton (1999) provides some additional insights on the interpretation of the slope coefficients α 1 and α 2 . He explains that the coefficient is a proxy for the association between the stock price and the book values of equity per share. Moreover, the coefficient measures the association degree between stock prices and earnings per share. In this paper, we use Easton and Harris's model and we test the following equation using quarterly data for the period 2008-2013: (6) Where is equal to (Price of firm i at the end of period t -Price of firm i at the end of quarter t-1)/Price of firm i at the end of period t-1, : Earnings per share for firm i in period t, : Stock price of firm i at the end of quarter t-1, : Earnings per share for firm i in quarter t -Earnings per share for firm i in quarter t-1, finally refers to error terms. Equation (6) is also tested for each year separately and as well for the whole sample. It allows analyzing the consistency of the results over time. Furthermore, we test the effect of the Global Financial Crisis (GFC) and for that two sub periods are envisaged: the first one (2008-2010) includes the early years of the GFC and the second one corresponds to the recovery period 2011-2013. Feltham and Ohlson (1995) developed a price model that relates the book values of equity and earnings with stock price. The model is expressed as follows: (7) Where, is the stock price of firm i at time t, is the book value of equity of firm i at time t, divided by common shares outstanding, : Net income divided by common shares outstanding of firm i at time t, corresponds to error terms.
The price model
The Feltham and Ohlson's model is used to measure the mean annual association between book values of equity, earnings, and stock prices. The model has been used to assess the overall value relevance of the accounting variables: equity and earnings measured in accordance of IFRS. In this study all the variables are related to quarterly periods. Thus the following model was used: (8) Where is the stock price of firm i 3 months after the end of year t, is the book value of equity of firm i at the end of fiscal year t, divided by common shares outstanding, is the net income divided by common shares outstanding of firm i for fiscal year t, refers to the error terms. As we expect that the value relevance of accounting information prepared under IFRS is also affected by the conditions in the market, additional tests are carried out. For that, the whole period 2008-2013 is split in two sub periods: 2008-2010 which is the period close to the GFC and 2011-2013 which is considered as a recovery period. The equation that includes the effect of the GFC is the following:
PostGFC is a dummy coded 1 during the recovery period namely for the years 2011 2012 and 2013, and 0 otherwise. Coefficients and reflect the conditional effect of the variables EPS and BVPS on Pit. If earnings and book value reported during the recovery period provide greater value relevance, then these coefficients ( and/or ) are significantly positive. The explanatory power of the model measured by R² allows assessing the information content of earnings and equity in the value creation. It shows the ability of earnings to reflect the information conveyed in the financial market and incorporated into the market price of the firm. A greater R² indicates higher accounting quality. Accounting information is able to reflect the economic reality of the business in terms of relevant information.
Research Hypotheses
The objective of IFRS is to help economic entities to provide to capital providers high quality accounting information. To reach such objective, disclosed information related to earnings and book value of equity is expected to be relevant. Following several studies (i.e. Francis and Schipper (1999)), the level of adjusted is used as a measure of the explanatory power of equity and earnings and so as measurement of value relevance. Thus, in this paper the following hypothesis is taken into account:
Hypothesis H1: Accounting information, earnings and equity, prepared under IFRS is value relevant.
Data and descriptive statistics
The sample use in this paper comprises 12 banks whose shares are traded on Dubai Financial Market (DFM) from January 2008 till March 2014. The data have been collected for all years from publicly available sources (i.e. DFM and firms' websites). After adjustment, the final sample includes 214 firm-quarterly observations. Table 1 reports the names of the population of listed banks and other general information. In the sample 91.6% of banks are audited by one of the big four international public accounting firms. Table 3 presents the results of the estimation of equation (6) This last result means that the listed banks in the DFM continued making profits during and after the crisis that was due partly to the generous money injection by financial authorities in the capital of banks during the crisis. However, it seems that increasing earnings did not have an effect on their stock prices.
Empirical investigation
These findings could find support in the estimations carried out for the sub-periods 2008-2010 and 2011-2013 in Table 3 . Overall, the results are more significant during the sub-period 2008-2010. The earnings coefficient is positive and significant at 1% level and the adjusted is 15.9% while it is only 1.45% for the sub-period 2011-2013. (9) . This latter, includes the dummy variable which tests the sensitivity of Feltham and Ohlson (1995) model to the GFC.
The findings seem confirming the conclusions brought by previous tests since the coefficient and are positive and significant at 1% and 5%, respectively and the adjusted increases from 5.92% to 19.33%. This result corroborates the association between market valuation and accounting valuation. It also shows that explanatory power of accounting data used in the price model is sensitive to the GFC. The coefficient is negative and significant at 1% level. It indicates that value relevance of earnings measured using IFRS is decreasing during the recovery period. The association between the market price of firms and their book value is not statistically significant for equations (8) and (9) . Table 4 . Price-earnings models (8) Dependent variable: (a) t-values are reported in italics below the coefficient estimates (b) (*), (**), (***) denote statistical significance at the 10, 5 and 1% level, respectively.
Conclusions
The aim of this paper is to analyze empirically the value relevance of accounting numbers using IFRS for a sample of banks listed in DFM during the period 2008-20013. The empirical investigation has been conducted using two models: the return model of Easton and Harris (1991) and the price model of Feltham and Ohlson (1995) . As expected the results indicate that, overall, earnings are positively related to stock prices and stock returns. The earnings, measured according IFRS for banks listed in DFM, are found to be positively associated with their market value. The equity book value seems to be less associated with the market valuation. However, findings are not consistent over the different years analyzed. The results indicate that value relevance of accounting information has changed since 2011 which might raise the effect of the global financial crisis (GFC).
For the tests measuring the association degree between stock returns and earnings, findings reveal a significant explanatory power of earnings. This result is shown in tests related to the whole period and confirmed when the years are considered separately as the earnings coefficient is significantly positive. Nevertheless, tests indicate a decrease in the earnings' information content from 2008 to 2013 as the adjusted is decreasing significantly starting from 2012. This result supports a lower performance of accounting information during the recovery period.
The complementary tests performed, using a price valuation model, are in general in line with above results. Earnings and equity book value are together value relevant for investors. However the book value of equity taken alone is not significantly associated with stock prices. In addition the findings are confirming the decrease in the association degree between stock prices and accounting numbers after 2010.
